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COMMODITY  FUTURES  TRADING  COMMISSION 
agency:  Commodity  Futures  Trading  Commission. 
action:  Report  on  consumer  program. 

FOR  FURTHER  INFORMATION  CONTACT:  David  Rosen, 
202/254-8630  or  Barbara  Leventhal,  202/254-7574. 
authority:  Executive  Order  No.  12160  established  a 
Consumer  Affairs  Council  and  directed  agencies  to 
review  and  when  warranted  revise  their  procedures  to 
assure  that  consumer  needs  are  met.  In  voluntary 
compliance  with  the  spirit  of  the  Order,  the  CFTC,  an 
independent  regulatory  agency,  is  publishing  this 
report. 

PUBLIC  COMMENT:  Members  of  the  public  are  urged  to 
comment  on  or  by  March  10. 1980  on  this  report  and 
recommend  ways  in  which  the  CFTC  can  strengthen 
its  efforts  in  the  area  of  consumer  affairs.  Comments 
and  recommendations  may  be  forwarded  in  writing  or 
by  telephone  to:  Office  of  the  Secretariat,  Commodity 
Futures  Trading  Commission,  2033  K  Street,  N.W., 
Washington,  D.C.  20581,  202-254-6314. 

I.  CONSUMER  AFFAIRS  PERSPECTIVE 

The  Commodity  Futures  Trading  Commission 
(CFTC)  was  established  by  Congress  in  1974  to,  among 
other  things,  regulate  futures  trading  and  the  activities 
of  members  of  commodity  exchanges,  public  brokerage 
houses,  futures  industry  salespeople,  commodity 
trading  advisors  and  commodity  pool  operators.  In 
accordance  with  the  objectives  established  in  the 
Commodity  Futures  Trading  Commission  Act  of  1974, 
the  Commission's  regulatory  and  enforcement  - 
programs  are  designed  to  prevent  deliberate  market 
distortions  and  manipulations,  insure  fair  trade 
practices,  protect  the  financial  integrity  of  the 
marketplace  and  assure  the  rights  of  customers  while 
providing  a  forum  for  redress  of  their  legitimate 
grievances.  The  Commission’s  activities  have  a  direct 
impact  on  members  of  the  public  who  buy  and  sell 
futures  contracts,  and  farmers  and  other  producers  of 
commodities  which  are  traded  in  the  futures  markets. 
The  Commission’s  actions  also  indirectly  affect 
consumers  of  goods  whose  prices  may  be  influenced 
by  prices  in  the  futures  markets.  The  Commission  is 
required  by  statute  to  consider  the  public  interest  prior 
to  taking  certain  regulatory  actions. 

In  accordance  with  this  general  orientation,  the 
Commission  believes  there  is  merit  to  the  suggestion 
contained  in  Executive  Order  12160  that  agencies  have 
identifiable,  accessible  personnel  with  responsibility 
for  coordination  and  oversight  of  the  agency’s 
consumer  activities.  Although  the  agency  is  too  small 
and  its  impact  on  consumers  is  too  indirect  to  warrant 
the  establishment  of  a  separate  full-time  Office  of 
Consumer  Affairs,  two  senior  level  officials,  reporting 
directly  to  the  Chairman,  have  been  designated  to 
perform  these  functions  in  addition  to  their  other 
duties.  David  Rosen,  Director  of  the  Office  of  Public 
Information,  is  responsible  for  coordination  of  contact 
with  and  dissemination  of  information  to  consumers. 
Barbara  Leventhal,  Director  of  Policy  Review,  is 
responsible  for  considering  the  impact  on  consumers 


of  all  Commission  rules  and  programs,  throughout  their 
development. 

II.  CONSUMER  PARTICIPATION  IN  DEVELOPMENT 
AND  REVIEW  OF  RULES 


Perhaps  because  of  the  indirect  effect  of  the 
Commission’s  activities  on  consumers,  the 
Commission  has  not  experienced  extensive  consumer 
participation  in  the  development  and  review  of  its 
rules,  policies  and  programs.  However,  on  several 
occasions  the  Commission  has  held  public  hearings  in 
and  out  pf  Washington,  D.C.  in  an  effort  to  obtain  the 
broadest  possible  public  input  in  the  regulatory 
process.  In  1977,  for  example,  the  Commission 
undertook  a  unique  program  designed  to  encourage 
public  involvement  in  its  rulemaking  process. 
Preparatory  to  drafting  regulations  to  protect 
customers  who  trade  commodity  futures  and 
commodity  options,  the  Commission  sponsored  a 
series  of  nationwide  newspaper  advertisements  and 
radio  public  service  announcements  appealing  to 
farmers,  producers  and  speculators  who  use  the 
futures  markets  to  get  involved  in  the  regulatory 
process  by  either  writing  to  the  CFTC  with  their  ideas 
or  participating  in  a  series  of  grass  roots  hearings  on 
customer  protection.  Despite  the  Commission’s  efforts 
to  contact  consumer  organizations,  farmer  groups, 
producer  organizations,  state  government  officials, 
academics  and  individual  customers,  the  public 
response  was  disappointing. 

In  1978,  the  Commission  conducted  its  second 
nationwide  sui-vey  of  farmers  to  determine  the  extent 
to  which  they  understand  and  utilize  the  futures 
markets.  The  results  generally  confirmed  those  of  a 
1976  survey  and  indicated  that  only  a  small  percentage 
(5%)  of  American  farmers  use  the  futures  markets 
directly.  The  Chairman  has  recently  assigned  a  staff 
member  to  work  directly  with  farm  groups,  in  order  to 
establish  a  better  understanding  of  the  needs  of 
farmers  with  respect  to  the  regulation  of  futures 
trading.  Further  efforts  to  identify  and  reach  affected 
consumers  will  be  undertaken. 


The  Office  of  Public  Information  prepares  and 
publicly  disseminates  a  wide  variety  of  informational 
materials.  Each  year,  more  than  600  press  releases  and 
advisories  are  distributed  free  of  charge  to  everyone 
on  the  Commission’s  general  mailing  list.  Several 
informational  publications  are  also  available  on 
request.  Recently,  the  Commission  has  produced  a  film 
and  several  radio  and  television  public  service 
announcements.  Consideration  is  presently  being 
given  to  the  possible  use  of  newspaper  ads  to  alert  the 
public  to  new  schemes  and  frauds  as  they  develop. 

Another  means  of  providing  information  to  the 
public  is  the  Commission’s  Consumer  Hotline. 
Members  of  the  public  are  encouraged  to  call  the 
hotline,  toll  free,  for  information  about  companies 
selling  commodity  futures  to  make  complaints  about 


Policies  and  Programs 


III.  INFORMATIONAL  MATERIALS 
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possible  violations  of  law.  In  the  last  quarter  of  fiscal 
1979  alone,  the  hotline  received  more  than  3,000  calls. 
The  Commission’s  staff  is  currently  considering  ways 
in  which  the  hotline  could  be  made  more  effective. 

IV.  COMPLAINT  HANDLING 

In  addition  to  the  Consumer  Hotline  described 
above,  the  Commission  administers  a  reparations 
system  for  the  benefit  of  customers  and  commodity 
professionals.  The  reparations  system  was  originally 
designed  to  provide  a  quick  and  inexpensive  means  of 
dispute  resolution  which  members  of  the  public  could 
use  as  an  alternative  to  exchange  arbitration,  or  time 
consuming  and  costly  litigation.  Although  conceptually 
sound,  the  program  has  experienced  some  difficulties 
because  of  the  high  volume  of  complaints  submitted  to 
it  and  a  resulting  backlog.  In  order  to  remedy  these 
problems,  a  senior  level  Judicial  Administrator  was 
recently  appointed  and  directed  to  explore  means  of 
streamlining  and  expediting  the  Commission's 
complaint  handling  system.  The  Commission  will 
consider  recommendations  for  improving  its 
reparations  system  in  the  near  future. 

V.  CONCLUSION 

The  Commission  supports  the  principles  embodied  in 
Executive  Order  12160  and  intends  to  comply  with  the 
spirit  of  that  Order  in  a  manner  consistent  with  its 
size,  structure  and  status  as  an  independent  agency. 

Issued  in  Washington,  D.C.  on  November  30, 1979  by  the 
Commission. 

Jean  Webb, 

Deputy  Secretary  of  the  Commission. 
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